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REPORT OF THE DIRECTORS 


OF 


The Cincinnati and Suburban Bell Telephone Company 


For The Year 1952 



From the standpoint of service improvement, 1952 will 
go down in the Company's history as outstanding. 

Our dial conversion program was completed, making the 
Company one of the first of the larger telephone companies 
to offer full mechanized service. The program required 
23 years to complete and cost approximately $30,000,000. 

Operator toll dialing was extended throughout our 
territory. 

Telephones in service passed the 400,000 mark — to 
406,720 at the end of the year. 

Local and long distance calls again reached new highs, 
being 2% and 9%, respectively, above 1951. 

Plant investment was up $7,492,757 to a total of 
$101,337,870 at the close of the year. 

Net earnings for the year amounted to $4.61 per share. 
However, 1952 income includes an estimated tax refund of 
$71,000 due under the carryback provisions of the Internal 
Revenue Code. Without the benefit of this tax credit, net 
income in 1952 was equal to $4.53 per share, compared with 
$4.56 in 1951 and $5.24 in 1950. Had a general wage 
increase which became effective June 29, 1952 been in effect 
the entire year, net income would have been approximately 
$4.33 per share. 

In view of its declining earnings, the Company has filed 
applications for rate increases in both Ohio and Kentucky. 
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To continue to maintain good telephone service and to 
meet the demands of our customers, the Company's income 
must be sufficient to meet all operating costs and to pro- 
vide a return on investment which will attract the neces* 
sary capital. 


Throughout the war and postwar periods telephone earn' 
ings have been squeezed between fixed charges for service 
and continually rising costs of doing business. Also contrib' 
uting to the attrition of earnings has l>een the ever increasing 
investment per telephone which has resulted from the rapid 
expansion of the plant at inflationary postwar prices. 

Some relief was obtained through rate increases in 1949 
but the current annual value of those rate increases has been 
absorbed by subsequent increases in wages, taxes and other 
costs. 


Consequently, it has been necessary for the Company 
again to seek increases in its charges for service. Applica^ 
tions were filed in both Ohio and Kentucky last September 
for rate increases totaling approximately $458,000 per 
month. The Company has presented its case in hearings 
before the public utilities commissions of both states but in 
each case the hearing was continued to a later date at the 
request of the opposition. 

This is only the second application for higher rates made 
by the Company in the last 26 years. To most subscribers 
the increase will amount to only a few cents a day. Compared 
with the cost of practically every other product or service 
today, telephone service, even at the new rates, will still be 
a big bargain. 

The rate increases applied for in Kentucky in 1949 were 
denied in part by the Public Service Commission. Appeals to 
the courts proved unsuccessful when, in March 1952, the 
Court of Appeals, the highest court in Kentucky, affirmed 
the action of the Commission and subsequently denied the 
Company's petition for a rehearing. Revenues from the dis* 
allowed rate increases amounting to $253,000, covering the 
period August 1949 to June 1952, have been refunded. 
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Total operating revenues amounted to $29,267,533, an 
increase of $1,759,552 (6.4%) over 1951. Local service 
revenues increased 5.2% and toll service revenues 10.3%. 


Total operating expenses, not including taxes, totaled 
$17,972,551, up $1,624,449 (9.9%) over 1951. Salaries and 
wages and related costs account for over sixty-five percent of 
the Company's expenses, exclusive of taxes. 

The Company's 1952 taxes amounted to $6,297,600 and 
were $147,800 less than in 1951. This decrease resulted from 
two tax refunds; one of $108,580, representing the tax credit 
due on the refund of revenues applicable to years prior to 
1952 required by order of the Public Service Commission of 
Kentucky, and another of $71,000 for estimated tax refund 
due under the carry-back provisions of the Internal Revenue 
Code. Company taxes were equivalent to $6.71 per share 
of stock and exceeded the amount available for interest and 
dividends by $1,634,591. 

In addition to the Company's taxes, excise taxes levied 
directly on the telephone users, which the Company is 
required to collect and remit to federal and state govern- 
ments, amounted to $5,868,000 in 1952. 


Thus, total taxes paid by the telephone users came to 
$12,165,600 in 1952. They accounted for 30% of the 
average telephone bill and were equivalent to $2.56 per 
month per telephone. 


Net income available for dividends amounted to $4,327,324 
compared with $4,284,315 in 1951. 

Dividends of $4.50 per share, amounting to $4,222,967, 
were declared during 1952. 
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Net additions to plant in 1952 amounted to $7,492,757 
compared with $7,679,121 last year. Total investment in 
plant at the end of 1952 was $101,337,870, approximately 
double the investment at the end of World War II. This 
increase reflects both the greatly increased public demand 
for service and the effects of sharply rising construction 
costs. The higher construction costs during the postwar period 
have increased the Company’s investment per telephone from 
$209 to $246. 

The new TErraceMidway dial exchange was completed 
and placed in service in November. 

The installation of operator toll dialing equipment in 
Cincinnati was completed and placed in service in September. 
This equipment, owned jointly with the American Telephone 
and Telegraph Company, will enable operators to dial 
directly between Cincinnati and other cities similarly 
equipped without the assistance of other operators along the 
route. Operator toll dialing equipment also was installed at 
Batavia, Ohio and Williamstown, Ky., thereby making this 
faster, more accurate long distance service available to all 
our customers. 

The heavy demand for additional private branch ex- 
change service continued throughout 1952, reflecting the 
further industrial expansion in our territory. 

Construction of a new garage on Crookshank Road, just 
outside of Cincinnati, Ohio, was started and additions to 
two exchange buildings were completed during the year. 



Telephones in service increased by 20,719 to a total of 
406,720 at the end of the year. More telephones have been 
added in the last twelve years than during the previous 
63 years. 
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Uncompleted orders for new service, which at the end 
of 1945 had reached 14,000, were down to practically normal 
at the end of the year. Unfilled orders for regrading of exist' 
ing service, principally from party line to individual line, 
were reduced from 6,907 to 3,943 during the year and every 
effort is being made to complete all remaining orders. 

Mobile radiotelephone service, now in its seventh year, 
continued to grow. At the close of the year 192 installations 
were in operation, compared with 174 at the close of 1951. 



The Company’s 400,C00th telephone was installed on 
September 4, 1952. 
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Good telephone service requires not only adequate and 
dependable equipment but, above all, competent and cour- 
teous employees. In order to attract and keep people who are 
qualified to give the high grade of telephone service expected 
by our customers, it is the Company’s policy to pay good 
wages—those which compare favorably with the wages paid 
by other employers for work requiring similar skill and 
knowledge—and to provide good working conditions. 

In order to keep abreast of the trend in this important 
field, the Company makes a survey of wages and working 
conditions in the Cincinnati metropolitan area each year. The 
1952 survey included 139 firms employing over 100,000 
people. These firms were selected at random from small, 
medium and large-sized companies engaged in diversified 
fields of industry and service. 

Our collective bargaining agreement expired in June, 
1952 and a new agreement was negotiated, which runs to 
September 19, 1953 and provides for general wage increases 
to keep pace with the upward trend in wage levels which 
our wage survey revealed. The effect of this agreement and 
of wage adjustments for other employees was to increase the 
Company’s payroll and related costs, such as social security 
taxes and pension accruals, by approximately $1,000,000 a 
year. 

Total payroll for the year amounted to $12,637,214, an 
increase of $1,516,764 over 1951. 

There were 3,232 employees at the close of the year, of 
whom 116 were serving in the armed forces on leaves of 
absence. Employees on such leaves receive full service credit 
for the time they are away and the protection of their 
benefit and pension rights. They are also compensated for 
the difference between their Company pay and Government 
pay for limited periods, depending upon length of service 
and whether they had dependents at time of entering military 
service. We look forward to the time when these employees 
will rejoin our ranks. 

The importance of safety and accident prevention, both 
on and off the job, is constantly being stressed. Diligent 
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observance of the slogan “No job is so important and no 
service is so urgent that we cannot take time to perform our 
work safely,” has made the communications industry one of 
our Country's safest. 

In 1952, the Bell System, including this Company, re' 
ceived the Award of Honor from the National Safety Coun' 
cil for safety performance. This is the Council's highest 
award and it was based principally on the improvement 
made during the years 1950 and 1951 as compared with the 
previous four years. 





For over thirty'nine years, the Company's benefit plan 
has furthered the efficient and economical operation of the 
business by helping the employees to meet the financial prob' 
lems associated with accident, sickness, old age and death. 
Amendments from time to time to meet changing conditions 
have kept the Plan among the best and soundest in all 
industry. 


Payments to active and retired employees or their de' 
pendents under the Plan during 1952 amounted to $5 31,063, 
divided as follows: 


Service Pensions (paid from the Pension 

Trust Fund).....-.—.$337,434 

Sickness Disability Benefits.~. 127,580 

Accident Disability Benefits and Expenses 5,852 

Disability Pensions...—.— 22,990 

Death and Other Benefits.-.— 37,207 

In addition, benefit payments not covered by the Plan, 


principally for time lost during the first week of absence 
due to sickness, amounted to $140,271. 

Service pensions are paid from a trust fund built up 
through regular payments by the Company in amounts cab 
culated by actuarial methods as being necessary to meet the 
cost of future pensions. This fund can be used for no purpose 
other than employee service pensions. A report of the trustee 
is shown on page 20. 
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Our employees continued to make extensive use of the 
various voluntary payroll deduction plans made available 
to them for the purchase of life insurance, government sav' 
ings bonds, hospital care and for other forms of saving. 

The total amount set aside by employees under these 
plans in 1952 was $1,010,134, equivalent to 8.0% of the 
payroll. 

At the end of the year, 87% of the employees were 
participating in one or more of these thrift plans. 



The additional money required to finance the additions 
and improvements to our plant was obtained through tern' 
porary bank loans. 

At the close of the year, these loans amounted to 
$13,670,000, an increase of $6,600,000 during the year. 



It is with profound sorrow that the death of Mr. Charles 
J. Livingood is here recorded. Mr. Livingood, who died on 
February 26, 1952, had served as a director of the Company 
for more than twenty'five years. 

At the annual meeting of shareholders on March 17, 
1952, Mr. Reuben B. Robertson, Jr., President of The Cham' 
pion Paper and Fibre Company, Hamilton, Ohio, was elected 
a director to fill the vacancy caused by the death of 
Mr. Livingood. 



We shall continue our efforts to provide the best pos' 
sible service at the lowest cost that will enable us to pay 
fair wages to our employees and a reasonable, regular return 
to those who invest their money in our business. 
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Further large additions to our plant will be required to 
meet the needs of defense and of the general public. These 
will require large amounts of additional capital, for it is the 
investors’ money that provides the facilities required to 
extend and improve the service. Many businesses can build 
from earnings left over after paying dividends. Telephone 
companies, as regulated utilities, do not have the opportunity 
to make sufficient profits to finance from earnings. 

If we are to attract the additional capital required to do 
the job, we must be permitted to earn a reasonable profit. 
This requires that telephone rates be high enough to meet 
the cost of providing service, pay a fair return to our in* 
vestors and provide an adequate surplus for emergencies. 
Our present earnings are not adequate and steps are being 
taken to make them so. 

We believe that it is in the public interest and essential 
to our national defense that the telephone business be finan' 
dally strong. Obviously, a financially strong telephone com' 
pany is able to serve the people much better than one whose 
earnings are restricted to a bare subsistence level. The added 
cost to the public is small—just a few cents a day for each 
telephone — and we have confidence that our subscribers 
would prefer to pay the difference. 

* * * * 

The directors and officers of the Company here express 
their appreciation to the employees whose conscientious 
effort and traditional spirit of service contributed in such 
large measure to the progress made during 1952. 

For the Board of Directors, 

B. L. Kilgour, Jr., 
February 2, 1953. President. 
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CERTIFICATE OF AUDIT 

The Cincinnati and Suburban Bell Telephone Company 
Cincinnati, Ohio. 

We have examined the consolidated balance sheet of The Cincim 
nati and Suburban Bell Telephone Company and Citizens Telephone 
Company as of December 31, 1952 and the related consolidated 
statements of income and retained earnings for the year 1952. Our 
examination was made in accordance with generally accepted audit' 
ing standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered neces' 
sary in the circumstances. 

In our opinion, the financial statements (pages 15 to 19) present 
fairly the consolidated position of The Cincinnati and Suburban 
Bell Telephone Company and Citizens Telephone Company at 
December 31, 1952, and the consolidated results of their operations 
for the year 1952, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 

Lybrand, Ross Bros. 6? Montgomery 

Cincinnati, Ohio. 

February 2, 1953. 
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FINANCIAL STATEMENTS 

The Consolidated Financial Statements which follow on pages 
16 to 19, inclusive, consolidate the accounts of The Cincinnati and 
Suburban Bell Telephone Company and Citizens Telephone Conv 
pany. The latter Company operates the Kentucky properties of The 
Cincinnati and Suburban Bell Telephone Company under a lease 
which provides that all net earnings of the lessee shall accrue to the 
lessor as rent. 

The accounts of these Companies have been maintained in accord' 
ance with Uniform Systems of Accounts prescribed for telephone 
companies by Federal authorities since January 1, 1913—originally 
by the Interstate Commerce Commission and since July, 1934 by the 
Federal Communications Commission. The presently prescribed ac' 
counting requires, with certain exceptions, that the accounts for tele' 
phone plant show the original cost of property at the time of its 
first dedication to the public use, whether by the accounting company 
or by a predecessor owner. The total shown for "Telephone Plant" 
in the Balance Sheet represents such original cost, which is substan' 
tially the cost of the plant to the Company. 

W. G. Barth, 

Comptroller. 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED BALANCE SHEET 


ASSETS 


Dec. 31. 1952 

PLANT AND OTHER INVESTMENTS: 

Telephone Plant (seepage 15)__.._ $101,337,870 

Land and buildings, rights of way, poles, wire, cable, under¬ 
ground conduit, switchboards, telephones, office furniture, 
vehicles, tools, etc. At December 31, 1952, this property was 
classified in the accounts as follows: 

Telephone Plant in Service..$100,000,950 

Telephone Plant Under Construction... 1,336,920 

Miscellaneous Physical Property__ _ 

Investment in Subsidiary Not Consolidated__ 269,977 

Capital stock, at cost_$ 207,477 

Advances_ 62,500 

Other Investments _ 5,000 

Total Plant and Other Investments... $101,612,847 


Dec. 31, 1951 


$ 93,845,1 13 


21,878 

262,477 


5,000 
$ 94,134,468 


CURRENT ASSETS: 

Cash___ $ 1,245,741 

Special Cash Deposits and Working Funds.. 35,289 

Accounts Receivable_ 2,884,890 

Amounts due for service (less reserve for uncollectible 
accounts), toll settlements, and miscellaneous items. 

Material and Supplies_ 921,680 

Principally for construction and maintenance purposes. _ 

Total Current Assets.... S 5,087,600 


$ 1,143,551 

37,609 
2,772,249 

1,077,050 


$ 5,030,459 


PREPAYMENTS AND DEFERRED CHARGES: 

Prepayments __ 

Principally insurance and cost of directories applicable to 
periods after close of year. 

Deferred Charges__ 

Total Prepayments and Deferred Charges 

TOTAL ASSETS _ 


$ 158,152 

35,112 
$ 193,264 
$106,893,711 


$ 147,850 

45,138 
$ 192,988 
$ 99,357,915 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


COMPARATIVE CONSOLIDATED BALANCE SHEET 

LIABILITIES 

Dec. 31, 1952 Dec. 31,1951 

SHAREHOLDERS' EQUITY: 

Common Stock .. .... $ 46,921,850 $ 46,921,850 

Par value of common stock outstanding. (Authorized 
2.000,000 shares; outstanding 938,437 shares.) 

Premium on Common Stock .... 72,756 72,756 

Amount received in excess of par value. 

Retained Earnings: 

Reserved ..... . 510,888 

Unappropriated ........ 5,283,311 4,766,510 

Total Retained Earnings (see page 19). $ 5,283,311 $ 5,277,398 

Total Shareholders’ Equity __ $ 52,277,917 $ 52,272,004 


CURRENT AND ACCRUED LIABILITIES: 

Notes Payable to Banks.. .... $ 13,670,000 $ 7,070,000 

Temporary financing of plant additions. 

Accounts Payable_ 3,165,733 3,558,102 

Amounts owing for payrolls, supplies, toll settlements, and 
miscellaneous items. 

Advance Billing for Service, and Customers’ 

Deposits_ 1,184,618 1,087,580 

Taxes Accrued__ 5,539,337 5,887,625 

Interest Accrued_ 49,131 969 

Dividend Declared _ 1,060,434 1,060,434 

Other Current and Accrued Liabilities_ 21,617 33,109 

Total Current and Accrued Liabilities. S 24,690,870 $ 18,697,819 


DEFERRED CREDITS _____ S 4.850 $ 6,842 


DEPRECIATION RESERVE..... $ 29,920,074 $ 28,381,250 

Provision to meet loss of investment in depreciable plant 

upon its ultimate retirement from service. _ _ 

TOTAL LIABILITIES ___ $106,893,711 $ 99,357,915 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED INCOME STATEMENT 


Year 1952 Year 1951 

LOCAL SERVICE REVENUES.... $ 23,1 14,572 $ 21,980,265 

TOLL SERVICE REVENUES.... 5,159,728 4,679,061 

MISCELLANEOUS REVENUES _ 1,040,591 891,491 

Revenues from directory advertising, rents and miscella¬ 
neous sources. 

LESS: UNCOLLECTIBLE REVENUES. 47,358 42,836 

Provision for revenues which may be uncollectible. 

TOTAL OPERATING REVENUES.. $ 29,267,533 $ 27,507,981 

MAINTENANCE EXPENSES _ $ 6,781,399 $ 6,144,591 

Cost of inspection, repairs, and rearrangements required to 
keep the telephone plant in good operating condition. 

DEPRECIATION EXPENSE___ 2,778,945 2,857,379 

Provision to meet loss of investment when depreciable plant 
is retired from service, based on rates designed to spread 
this loss uniformly over the service life of the property. Such 
provision represented approximately 3.2% of average in¬ 
vestment in depreciable plant during 1952 and 3.6% during 
1951. 

TRAFFIC EXPENSES - 2,956,841 2,868,801 

Costs incurred in the handling of messages, principally 
operators’ wages. 

COMMERCIAL EXPENSES__ 1,970,988 1,678,325 

Costs incurred in business relations with customers; pay 
station commissions; costs of directories, advertising, etc. 

OPERATING RENTS _ 95,576 76,980 

Rents for the use of buildings, poles, conduits and other 
facilities. 

GENERAL AND MISCELLANEOUS EXPENSES: 

Executive and Legal Departments_ 364,046 244,803 

Accounting and Treasury Departments .... 1,177,718 1,040,882 

Provision for employees' service pensions (a) . 838,438 773,306 

Employees' sickness, accident, death and 

OTHER BENEFITS -- 235,720 243,254 

Services received UNDER license contract ... 278,652 263,823 

Other general expenses_ 841,364 457,688 

Less: Expenses charged construction _ 347,136 301,730 

TOTAL OPERATING EXPENSES. $ 17,972,551 $ 16,348,102 

NET OPERATING REVENUES (carried forward). $ 11,294.982 $ 11,159.879 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

COMPARATIVE CONSOLIDATED INCOME STATEMENT 


(Continued) 

Year 1952 Year 1951 

NET OPERATING REVENUES (brought forward) $ 11,294,982 $ 11,159,879 
OPERATING TAXES: 

Federal Taxes on Income..—. $ 4,093,000 $ 4,309,000 

Other Taxes —principally state, local and social 

security . 2,204,600 2,136,400 

TOTAL OPERATING TAXES (b)_ $ 6,297,600 $ 6,445,400 

NET OPERATING INCOME... $ 4,997,382 $ 4,714,479 

OTHER INCOME _ 140,078 85,171 

Principally interest charged construction. 

MISCELLANEOUS DEDUCTIONS FROM 
INCOME (a) (b)_ 474,451 373,481 

INCOME AVAILABLE FOR FIXED 

CHARGES_J__ $ 4,663,009 $ 4,426,169 

INTEREST DEDUCTIONS _ 335,685 141,854 

NET INCOME_ $ 4,327,324 $ 4,284,315 


(a) Total provision for employees' service pensions amounted to $1,173,632 for 1952, and $1,117,163 
for 1951, of which amounts $335,194 for 1952 and $343,857 for 1951 were charged to Miscellaneous 
Deductions from Income in order to comply with accounting requirements of the Federal Com¬ 
munications Commission. The Companies and their independent public accountants consider that 
these latter amounts were, in fact, current operating expenses. 

<b) Provision for taxes, principally Federal Taxes on Income, was teduced in 1952 by $108,580 (with 
offsetting charge to Miscellaneous Deductions from Income) by reason of the refund of revenues 
applicable to periods prior to 1952 required by order of the Public Service Commission of 
Kentucky, and by $71,000 for estimated refund due under the carry-back provisions of the 
Internal Revenue Code. 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 

YEAR 1952 


BALANCE—DECEMBER 31, 1951_ $ 

NET INCOME (from Income Statement)_ $ 4,327,324 

DIVIDENDS DECLARED _ $ 4,222,967 

REFUNDS TO CUSTOMERS OF AMOUNTS 
APPLICABLE TO PRIOR YEARS, LESS 

RELATED TAX CREDITS__ 96,048 

MISCELLANEOUS DEDUCTIONS_ 2,396 

TOTAL DEDUCTIONS _ $ 4,321,411 

NET INCREASE _ 


5,277,398 


5,913 


BALANCE—DECEMBER 31, 1952. 


_ $ 5,283,311 
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TRUSTEE’S REPORT OF PENSION TRUST FUND 
established by 

The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


BALANCE IN FUND—DECEMBER 31, 1951___ $ 9,136,309.66 

Additions to Fund During 1952— 

Payments into Fund by Company._ $ 1,173,632.00 

Interest Revenue, including gain or loss on 

investments disposed of__ 255,016.71 

TOTAL ADDITIONS _ $ 1,428,648.71 

Disbursements for Pensions During 1952__ 337,433.54 


NET INCREASE IN FUND____ 1,091,215.17 

BALANCE IN FUND—DECEMBER 31, 1952___ $10,227,524.83 


Comprises— 

Bonds of Bell Telephone Companies ...... $ 1,595,796.50 

U. S. Government Obligations ........... 1,638,075.12 

Public Utility, Railroad and Industrial Bonds .. 6,686,158.28 

Other Investments _ 198,885.00 

Cash and accrued interest not due _ 108,609.93 

TOTAL - $10,227,524.83 


NOTE: Securities are shown on amortized basis. 

BANKERS TRUST COMPANY, Trustee 


New York, N. Y.—January 30, 1953. 


By W. B. DUNCKEL, 
Vice President 
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